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highlights 


For the Year 


Revenue 
Net Income 
a Per Common Share 


Dividend Rate 
Per Common Share 


At Year End 


Long Term Debt 
Shareholders’ Equity 
Total Assets 


oT 


$22,259,294 
966,010 
kc 
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15,465,768 
OFSOlaliay 
3559 76,051 
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$13,403,195 
676,382 
35€ 


12%c 


12,585,541 
7,576,837 
29,190,628 


Percent 
Change 


66% 
43% 
46% 


20% 


23% 
30% 
21% 


president’s message 


1971 was a most successful 
year for your Company. 


Net earnings per common 
share increased by 46% over 1970 
to a record high of 5lc per share. 


Consolidated revenues climbed 
$8.8 million to a new high of $22 
million and total assets increased 
from $29 million to $35 million. 


Common share dividends of 
15c were paid for the year com- 
pared with 1 2c previously. 


We have successfully extended 
our program of vertical expansion 
within the gas industry. In addition 
to expanding our gas utility and 
pipeline operations, we have 
captured a significant share of the 
Canadian market for domestic heat- 
ing equipment and have initiated 
participation in the exploration for 
and development of gas reserves. 


GAS UTILITY AND PIPELINE 
OPERATIONS 


We now have natural gas 
distribution systems in 26 commu- 
nities in Manitoba, 34 in Minnesota 
and 3 in Ontario. Our investment in 
these utility systems is approx- 
imately $12.2 million in Minnesota, 
$.6 million in Ontario and $5.6 
million in Manitoba. Pipeline trans- 
mission systems serving these 
communities represent an addi- 
tional investment of $10.4 million. 


Our new $7.7 million pipeline 
to International Falls and Fort 
Frances commenced service to the 


paper plants of Boise Cascade 
Corporation at Fort Frances and 
International Falls early in the year. 
The major part of the distribution 
systems along the route of the line 
to serve residential and commercial 
customers in International Falls, 
Roseau and Baudette in Minnesota 
and Fort Frances, Rainy River and 
Emo in Ontario was completed at a 
cost of $1,617,000. The number of 
customers serviced at the year-end 
represents a 9.8% increase over the 
previous year. About one-half of 
this increase came about in the 
above mentioned new communities; 
however, as these systems were 
placed in service late in the year, 
they did not contribute to net 
earnings during 1971. 


In Minnesota we serve 50% 
and in Manitoba 70% of the 
potential domestic customers 
accessible to our established distrib- 
ution systems. Accordingly, these 
systems represent a_ substantial 
market for the future. 


With centralization of tec- 
hnical services and the experience 
of operating within a sizeable 
geographic area, the Company is 
styled to extend service into new 
areas or acquire existing systems 
through purchase with a minimum 
of additional overhead. We are 
actively pursuing expansion pro- 
spects in both Canada and the 
United States. 


We have been fortunate in 
averting the hardship of the natural 
gas shortage that has been an issue 
of paramount significance in the 
United States. Although we could 


sell considerably more natural gas — 


R. G. Graham 


for industrial purposes within our 
Minnesota service area, our high 
margin sales have been amply 
provided for in our present natural 
gas contracts. Together with our 
recently completed peak shaving 
facility, our present contracts are 
projected to be adequate to service 
more than the normal annual 
increases in our residential and 
commercial customers in the fore- 
seeable future. 


Although your Company has 
been able to realize above average 
gains in profits over the past ten 
years and although we can predict a 
continuation of this successful 
trend, we have been obliged to 
initiate a number of rate increases 
within our present service areas. 
Like many companies, our domes- 
tic utility operations continue to 


experience increasing operatin 
costs and the rate of sales to new 
| 


customers on our existing distrib- 
ution systems has not been suffi- 
cient to offset these escalating 


costs. To date, this situation has 
been compensated by the addition 
of new distribution systems and 
expanded industrial service; how- 
ever, we cannot indefinitely ration- 
alize our present rates and service 
through future expansion. Accord- 
ingly, rate increases have been 
instituted in Minnesota commu- 
nities in which our distribution 
systems have been operating for 
some time. Further, we are in the 
process of applying for rate in- 
creases throughout Manitoba where 
our level of earnings is substantially 
lower than the level ordinarily 
allowed by regulatory agencies. 
Notwithstanding rate increases, 
your management is emphasizing 
increased efficiency in the divisions 
and departments which are not 


contributing their fair rate of 
return. 
REVIEW OF FINANCING 


During the year, our common 
shares were split two for one and 
both our funded debt and equity 
were increased by new security 
issues. 


The new funded debt took the 
form of a privately placed $4.5 
million Joint and Several Prom- 
issory Note due January 1, 1991 
(collaterally secured by $4.5 mil- 
lion U.S. 8% First Mortgage Bonds 
due January 1, 1991). This financ- 
ing was assumed by our wholly 
owned subsidiary companies, Inter- 
City Minnesota Pipelines Ltd. and 
ICG Transmission Limited and was 
negotiated in 1969 as part of the 
financing of the International Falls/ 
Fort Frances pipeline project which 
is now in operation. A construction 


bank loan of $2 million, outstand- 
ing and included in funded debt at 
December 31, 1970, was repayed 
out of the proceeds of this issue. 
Therefore, the net effect of the 
transaction is a $2.5 million in- 
crease in funded debt. 


In July, a public offering was 
made of $2 million Cumulative 
Redeemable Second Preference 
Shares, 742%, Series B of $20 par 
value and 300,000 Common Share 
Purchase Warrants. These new war- 
rants entitle the holder to purchase 
one common share of the Company 
for $6 until July 31, 1976 and for 
$7 until July 31, 1981. The net 
proceeds from this offering were 
used to purchase petroleum and 
natural gas rights, to conduct 
natural gas exploration and devel- 
opment and to pay for the 
acquisition of the Furnasman man- 
ufacturing and distributing facil- 
ities. It was a feature of this 
offering that the Company did not 
create an additional series of Share 
Purchase Warrants. Earlier in the 
year, we were able to negotiate the 
surrender for reconstitution of 
watrants previously issued with a 
private placement of First Mortgage 
Bonds. This same number of 
warrants were sold with the offer- 
ing of the redeemable preference 
shares at approximately the price 
paid for surrender. In effect, the 
same warrant was used in the 
marketing of two separate security 
issues and the terms of the warrants 
were upgraded so as to reduce the 
term from fifteen years to ten years 
and to increase the exercise price 
from $3.75 to $6.00 and $7.00 as 
mentioned above. 


The securities of your Com- 
pany now available for public 
investment are summarized in the 
following table. The common 
shares, preference shares and war- 
rants are listed on The Toronto 
Stock Exchange and The Winnipeg 
Stock Exchange. The debentures 
are traded by investment dealers in 
the over-the-counter market. Secu- 
rities shown on our balance sheet 
and not included below have been 
privately placed and are owned by 
institutional investors. 


1,323,868 Common Shares 


353,480 A Warrants (right to 
buy common at $4.25 
until Oct. 31, 1973) 


300,000 B Warrants (right to 
buy common at $6.00 
until July 31, 1976 
then at $7.00 until 
July 31, 1981) 


113,828 6%% Series A Second 
Preference Shares, $20 
par value 


100,000 714% Series B Second 
Preference Shares, $20 
par value 

$ 475,500 7% Debenture Series A 
(principal maturing 1979 
amount) 


$1,235,000 7% Debenture Series B 
(principal maturing 1982 
amount) 


In addition, there are 59,500 
Class A shares of our subsidiary. 
Inter-City Manufacturing Ltd., out- 
standing and listed on the stock 
exchanges. 


Sale of Natural Gas 
$15,380 (69%) 


EQUIPMENT MANUFACTURING 
AND DISTRIBUTING 


You will notice on the Consol- 
idated Statement of Income that 
our sales of manufactured goods 
increased from $2,948,818 in 1970 
to $6,762,515 in 1971. The major 
reason for the sales increase was the 
purchase of Furnasman Supply Ltd. 
and its subsidiary companies. Fur- 
nasman distributes a wide range of 
domestic warm air gas and oil 
furnaces, related duct work and 
controls. Together with Bulloch 
Supply Ltd., our other similar 
distributing organization, we have 
established effective equipment 
distribution capability primarily 
throughout the four western pro- 
vinces of Canada. In addition to 
domestic heating equipment, Bul- 
loch Supply Ltd. also distributes 
makeup air equipment and other 
commerical products. The gross 
profit (revenue less cost of goods 
sold) realized in 1971 #£4was 


Sale of Manufactured Goods 


$6,762 


(30%) 


Other $158 (1%) 


Source of the Revenue Dollar 
(In thousands of Dollars) 


$1,055,084 and represents a 15.6% 
profit margin, compared with a 
13.8% profit margin in 1970. This 
comparison demonstrates that the 
sales increase was not achieved at 
the sacrifice of profit margin. 
Approximately 55% of the 
equipment sold by Bulloch and 
Furnasman is manufactured by our 
wholly owned subsidiary, Inter-City 
Manufacturing Ltd., at the Com- 
pany’s plant in Winnipeg. These 
two subsidiary companies account 
for approximately 74% of the 
manufacturing plant’s production. 
We have made considerable progress 
in reversing the direction of this 
facility which during 1970 reported 
a loss of $41,008 and is presently 
showing a modest profit of 
$62,195. We expect that improved 
product design, product specializa- 
tion and improved production con- 
trols will result in Inter-City Manu- 
facturing Ltd. becoming a most 
rewarding division of the Company. 


GAS EXPLORATION AND 
DEVELOPMENT 


We commenced the year with 
a one-half interest in approximately 
50,000 acres in the Tweedie (Lac la 
Biche) area of Alberta which 
included 13 wells and approx- 
imately 50 billion cubic feet of 
proven reserves concentrated in 
approximately one-half of the acre- 
age. During the past year, three 
additional wells were drilled on the 
unproven acreage in the area. All 
three of these wells encountered gas 
zones with the result that the 
proven reserves have been increased 
by approximately nine billion cubic 
feet. A fourth well is to be drilled 
on the unproven acreage in the near 
future. Of the 16 wells currently in 
place in the acreage, 2 are in service 
and the remaining 14 are capped 
pending arrangement of sales con- 
tracts. 


When we acquired our interest 
in the Tweedie properties, we 
agreed to commit an amount of 
$600,000 to be expended in part- 
nership with the vendor in future 
development projects instigated by 


him. We have mutually agreed that 
this fixed commitment no longer is 
appropriate; however, we will con- 
tinue to work together on such 
future projects as are of mutual 
interest. 


In an attempt to secure gas 
reserves in the United States, we 
entered into an agreement encom- 
passing 65,000 acres in Montana. 
Four test wells drilled on the site 
failed to establish gas reserves and 
further exploration on this acreage 
therefore was abandoned. 


During January, 1972, we 
entered into an agreement to 
explore and develop acreage in the 
Medicine Hat area of Alberta. The 
agreement enables Inter-City to 
earn a 100% interest in 26,400 
acres subject to vendor royalties. 
The agreement consists of three 
phases. The first phase, completed 
during February of this year, 


required Inter-City to drill two test | 


wells in the acreage at a cost of 
approximately $45,000. Both of 
these wells resulted in gas dis- 
coveries considerably in excess of 
minimum commercial volumes. 


Accordingly, we have now 
committed to phase two of the 
program in which we are to expend 
approximately $400,000 in the 
development of eighteen additional 
wells. 


Phase 2 will firmly establish 
the potential of the area and the 
viability of proceeding with phase 
3, commercial production and del- 
ivery. 

During 1972, we expect to 
report significant progress in the 
development of this venture and a 
number of similar projects pre- 
sently in the formative stages. 


On behalf of the board of 
directors, 


Se 


President 


etchant 


Municipal Taxes 
$628 (3%) 


Depreciation 
$568 (2%) 


Net Earnings 
$966 (4%) 


Natural Gas Purchased 
$10,234 (46%) 


Earnings per share 


TOO (ee tS Oe 19/0 17d 


Cost of Manufactured Goods Sold 


$5,707 (26%) ; : 
Operation and Maintenance 
Expenses $2,378 (11%) 


‘ Interest and Financial 
»/ Expenses $1,565 (7%) 


Income Tax 
$254 (1%) 


Use of the Revenue Dollar 
(In thousands of Dollars) 


10 year summary 


1971 1970 1969 1968 1967 1966 1965 1964 1963 1962 
Year End Customers 
Residential 19,325 WES36 16,410 15,381 14,679 10,977 5,668 4,705 4,163 3,656 
Commercial 3,049 2.827) 2671 2,493 2,310 1,730 1,063 881 769 WAS. 
Industrial 39 41 38 Bil 83 30 26 27 26 - 
Interruptible 202 197 LOT, 190 191 ett - - - - 
Large Contract 29 28 D5 25 24 18 9 8 a 6 
Total 22,644 20,629 19,341 18,126 Li-297 12,866 6,766 5/62 4,965 4,375 
Potential Customers 
Facing Mains 42,407 34,880 34,518 34,003 34,819 29,241 12,902 8,317 6,956 6,602 
MCF Sales 
Residential 2,774,551 2,741,806 2,405,084 2,295,167 2,030,843 1,506,010 843,864 687,695 577,494 541,588 
Commerical 1,907,707 15829-4311 1,524,522) 13875853) 1(2'85,689 881,912 589,278 478,406 403,764 428,901 
Industrial WIG ST7 120,345 103,227 98,680 94,575 81,890 72,459 64,062 $2,997 - 
Interruptible 726,347 729,106 730,629 659,573 393,774 249,681 - - - - 
Special 20,375,487 10,966,489 8,105,189 8,857,280 6,860,361 6,983,967 1,047,478 962,949 894,197 864,707 
Total 25,903,669 16,387,177 12,868,651 13,298,553 10,665,242 9,703,460 2,553,079 2,193,112 1,9235452)) essoqlee 
Degree Day 
Deficiency 10,928 10,394 10,185 9,853 10,920 11,059 11,505 10,887 10,080 10,887 
Total Contracted 
Demand - MCF’s 103,564 101,780 64,117 46,813 41,988 37,903 20,700 17,900 16,500 15,900 
Average Use per 
Customer (Note 1) - MCF’s 
Residential 155.3 16s NEWS: 158.4 154.1 Sad. 2 171.0 15857 151.9 161.2 
Commerical 660.8 OS9e3 592.9 487.5 SHS) $73.0 638.1 592s 564.4 647.5 
Gas Revenue - $ 
Residential 3,460,905 3.203.920 2.838.125 25532014 2.319.799 1.714506 721,848 601,361 508,350 471,428 
Commercial 1,772,478 1,634,038 1,408,744 1,268,654 1,123,854 865,011 433,941 355,708 299,442 312,362 
Industrial 87,378 93,539 TAU) 66,598 66,165 54,879 48,859 42,746 35,403 - 
Interruptible 439,536 470,595 474,517 ADR Si 276,339 162,292 - - - - 
Large Contract 9,619,690 4,883,052 3,308,234 3,225,848 2,653,590 2,442,494 564,198 508,970 471,185 450,601 
Total 15,379,987 10,285,144 8,101,715 7:515,565 6,431,747 5,239,182 1,768,846 1,508,785 1,314,381) 12345398 
Average Revenue Per MCF E 
Residential $1.247 $1.169 $1.180 $1.103 $1.138 $1.138 AsO) $ .875 $ .880 $ .870 
Commercial 929 .893 924 914 .874 981 5 SM 744 .729 .728 
Industrial non MTS 698 .675 .700 671 .674 .667 .668 - 
Interruptible .605 645 649 .640 Sy -650 - - - - 
Large Contract .472 .445 408 364 .421 390) 239 29 BST S21 
Total 594 628 630 565 .603 540 693 688 682 .673 


rena eee ee eee ae eee 


Note: 1) Average use per customer is based upon the effective number of customers serviced during the year. 
2) Revenue from sale of natural gas includes deferred payment penalties. 


* Includes revenue from sale of propane in the amount of $300,179. 


r | : 


1971 1970 1969 1968 1967 1966 1965 1964 1963 1962 


Plant - $ 
Utility 28,832,619 25,505,143 17,266,956 15,296,379 15,124,876 11,375,363 6,013,640 4,072,038 3,530,536 3,345,521 
Manufacturing 656,929 $98,024 $72,938 - - 2 eS = s . 
Total 29,489,548 26,103,167 17,839,894 15,296,379 15,124,876 11,375,363 6,013,640 4,072,038 3,530,536 3,346,521 
Revenue - § 
Sale of natural gas 
(Note 2) 15,379,987 10,323,562 8,134,631 7,547,235 6,459,562 5,539,203 1,768,846 1,508,785 1,314,381 1,234,391 
Sale of manufactured 
goods 6,762,515 2,948,818 2,499,923 - - - = : - 2 
Other 
Income 116,792 130,815 94,003 159,348 94,909 149,402 27,160 1,959 13,941 18,125 
~ Total 22,259,294 13,403,195 10,728,557 7,706,583 6,554,471 5,688,605 1,796,006 1,510,744 1,328,322 1,252,516 
Expenses 
Natural gas purchased 10,234,118 6,684,504 5,104,157 4,903,122 4,010,281 3,593,767 967,915 836,947 710,430 690,800 
Cost of manufactured 
goods sold 53 07643 1 2.941.428) 2-013,25i1 - - - - - - z 
Operation & maintenance 2,377,718 1,474,654 1,320,482 848,043 812,035 706,496 197,398 170,156 165,048 166,485 
Municipal taxes 628,289 508,993 492,359 453,296 375,199 302,591 64,946 62,296 47,377 41,263 
Depreciation 568,364 410,490 SH esT2 329,770 292,390 290,370 113,003 98,038 92,821 84,366 


- Total 19,515,920 11,620,069 9,301,621 6,534,231 5,490,505 4,893,224 1,343,262 1,167,437 1,015,676 982,914 


2,945,334 £783,126 426,936 —1,172;352> 1,063,966 795,381 452,744 343,307 312,646 269,602 


Income Deductions 
Interest on funded 


debt 1732872 Be OU9S 27 434,682 368,582 360,561 283,113 132,334 98,750 101,844 89,175 
Other interest . 340,977 213,543 294,671 303,101 228,755 148,201 27,898 14,764 1,830 8,766 
Amortization of 

financing expenses 27,814 28,444 23,136 31,493 33,480 28,682 10,029 9,246 9,246 8,595 
Interest charged to 

construction (41,567) (9,360) (13,538) (17,182) (19,145) (16,166) (52,983) (10,944) (1,499) (4,437) 


1,501,096 842,454 738,951 685,994 603,651 443,830 117,278 111,816 111,421 102,099 


1,242,278 940,672 687,985 486,358 460,315 S35) asia! 335,466 231,491 ZONE 225 167,503 


Provision for 
Income Taxes 254,438 264,290 98,841 10,986 10,264 7,700 3,632 17,581 49,019 38,300 


987,840 676,382 589,144 475,372 450,051 343,851 3358345 3.910 152,206 129,203 
Minority Interest 21,830 - 30,273 1,043 1,874 1,388 - - - 


Consolidated Net Income 


for the Year 966,010 676,382 558,871 474,329 448,177 342,463 331,834 213,910 152,206 129,203 
Dividends Paid 

Preferred Shares DODASS ae ih 226,394 229,750 229,750 73,500 - - - - 

Common Shares 198,427 158,269 124,354 119,330 119,330 119,330 109,387 99,442 87,012 74,582 


Earnings per _ a 
Common Share $51 $7.35 $ .26 ny PAL wollte! Sele wy GAA Sarno Saal Sy Gil) 


Alberta 


EDMONTON 


Transmission Systems 

Branch Offices (Gas Distribution) 
Distribution Systems e 
Branch Offices (Equipment Distribution) A 
Exploration & Development a 


Other Major Gas Piplines ae fa ppg a 


Your Company distributes its manu- 
factured equipment through more than 
150 independent dealers located in 
Western Canada and Ontario. 
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consolidated statement of income 


for the year ended December 31, 1971 


REVENUE 
Sale of natural gas 
Sale of manufactured goods 
Rental and finance plan income 


EXPENSES 
Natural gas purchased 
Cost of manufactured goods sold 
Operation and maintenance (Note 8) 
Municipal taxes 
Depreciation 


INCOME DEDUCTIONS 
Interest on funded debt 
Other interest 
Amortization of financing expenses 
Interest charged to construction 


PROVISION FOR INCOME TAXES (Note 4) 


MINORITY INTEREST 
CONSOLIDATED NET INCOME FOR THE YEAR 
NET INCOME PER COMMON SHARE (Note 7) 


Di o53 (9960 
6,762,515 
iG. 92 

s 


( 22,259,29 


10,234,118 
5,707,431 
Dotist ls 

628.289 
568,364 


ieee are 4 ®) 


2,743,374 


bo73,6 72 

340,977 

27,814 
(41,567) 


12501 096 
1,242,278 
254,438 
987,840 


$10,323,562 
2,948,818 
130,815 


~ 13,403,195 


6,684,504 
2,541,428 
1,474,654 
508,993 
410,490 
11,620,069 


1,783,126 


609,827 

213,543 
28,444 
(9,360) 


842,454 
940,672 
264,290 


‘consolidated balance sheet 
as at December 31, 1971 


ASSETS 


CURRENT ASSETS 
Cash 
Accounts receivable, less provision for 
doubtful accounts (Note 1) 
- Trade and sundry 
- Conditional sales contracts 
Income taxes recoverable 
Inventories - at the lower of cost or net 
realizable value 
Prepaid expenses 


INVESTMENTS - at cost 
Note receivable less amount written off (Note 8) 
Gas rights and development costs 
Other 


FIXED ASSETS 
Property, plant and equipment - at cost 
Accumulated depreciation 


DEFERRED CHARGES - at cost less amortization 
Financing expenses 
Natural gas market development 
Other 


DIRECTOR DIRECTOR 
SIGNED ON BEHALF OF THE BOARD 


Atha, frrbon 


1971 


526,118 


4,166,940 
271,830 
20,365 


1,867,149 
64,734 


6,917,136 


1325935 
O231500 


142,979 
949,266 


29,489,548 
3,388,436 


26, 1015112 


879,498 
3167359 
210,680 


1,408,537 


353376,05)1 


1970 


$ <851527% 


2,280,254 
216,027 
61,436 


POA ey bo 
505398 


4,680,525 _ 


250,933 


128,056 
384,989 


26,103,167 
2,883,084 


23,220,083 


419,149 
273,768 
212,114 


905,031 


29,190,628 © 


LIABILITIES 


CURRENT LIABILITIES 
Bank advances (Note 1) 
Accounts payable and accrued liabilities 
Income taxes payable 
Deferred income 
Current portion of funded debt 
Customers’ security deposits 


CUSTOMERS’ CONTRIBUTIONS IN AID OF 
CONSTRUCTION 


FUNDED DEBT (Note 2) 
MINORITY INTEREST IN SUBSIDIARY COMPANIES 


SHAREHOLDERS’ EQUITY 


Capital stock (Note 3) 
Authorized 
- 141,970 cumulative redeemable first preference 
shares of the par value of $20 each issuable in series 


- 288,828 cumulative redeemable second preference 
shares of the par value of $20 each issuable in series 


- 5,000,000 common shares of no par value 


Issued and fully paid 

- 61,970 5%% Series A First Preference shares 

- 113,828 6%% Series A Second Preference shares 
- 100,000 7 %% Series B Second Preference shares 
- 1,323,868 common shares 


Excess of book value of net assets at date 
of acquisition over cost of investment in 
shares of subsidiary companies 


Retained Earnings 


1971 


D7 5,490,205 


Sno 56736 
76,681 
25,085 

465 ,000 


185,561 


D2 Sle 


196,006 
15,465,768 
131,784 


25,514,874 


1,239,400 
2,276,560 
2,000,000 
2,042,423 


71,958,383 


(12,206) 


23153000 


DO S6ll 77 
30,37 0054 


1970 


$ 5,469,881 


2,303) 55 
310,664 
BUT I5 
199,500 
6,127 


Oa) 29,502 


182,315 
12,585,541 


120,433 
PAWS ee I 


1,277,740 
2,346,960 


1,91 15233 
Soe 


200,939 
1,839,905 
7,576,837 

29,190,628 


consolidated statement of source 
and use of working capital 


for the year ended December 31, 1971 


SOURCE OF WORKING CAPITAL 


Consolidated net income for the year 
Items not affecting working capital — 
Depreciation 
Amortization 
Minority interest 
Provision against note receivable 


Provided from operations 


Customers’ contributions in aid of construction 
Term bank loan 
Proceeds from 9’2% Promissory Note 
Realization on investments 
Proceeds from issue of common shares 
Proceeds from issue of 742% Series B 

Second Preference Shares 


USE OF WORKING CAPITAL 


Purchase of fixed assets (net) 

Investment in natural gas rights 
Redemption of funded debt and term loans 
Dividends paid to shareholders 
Redemption of preference shares 

Purchase of shares of subsidiary companies 
Financing and rate-hearing expenses 
Natural gas market development program 
Other deferred charges 

Dividends paid to minority shareholders 


INCREASE (DECREASE) IN WORKING CAPITAL 
WORKING CAPITAL DEFICIENCY — 


BEGINNING OF YEAR 


WORKING CAPITAL DEFICIENCY — END OF YEAR 


$ 966,010 


558,364 
84,460 
21,830 
60,000 


1,690,664 


15,691 
800,000 
DOL er at 
35,443 
94,910 


1,800,000 
6,964,435 


33) 103369 
623,352 
449,500 
490,915 
108,740 
135,471 
302,563 

T3e3 25 
11,240 
18,163 


_ 52723,638 


1,240,797 


4,044,977 


2,804,180 


2 (6/76;382 


410,490 
74,277 
1,161,149 
5,566 
2,300,000 


2,026,604 
55,428 


5,548,747 


8,426,057 


199,500 
378,826 
117,560 
30,085 
16,422 
PRS IWS 
34,668 
18,865 


9,250,306 
(3,701,559) 


343,418 
4,044,977 


consolidated statement of retained earnings 


for the year ended December 31, 1971 1971 1970 
BALANCE — BEGINNING OF YEAR pe lsOSo90S $ 1,542,349 
Add: Consolidated net income for the year 966,010 676,382 
2305-915 22158131 


Dividends Paid - 


5%% Series A First Preference Shares 67,08 1 T0136 

62% Series A Second Preference Shares 150,407 150,421 
72% Series B Second Preference Shares 75,000 = 

Common Shares 198,427 158,269 

| 490,915 378,826 

BALANCE — END OF YEAR 2,315,000 1,839,905 
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notes to consolidated financial statements 


1. BANK ADVANCES 


Book debts of the parent company and certain subsidiary companies have been pledged as security for bank 


advances in the amount of $3,253,253. 
2. FUNDED DEBT 


The details of funded debt of the Company and its consolidated subsidiaries are as follows: 


1974 
Current Long-Term 
$ $ 
INTER-CITY GAS LIMITED 

Term bank loan, bearing interest at 1% 

above bank’s prime rate, due 

March 31, 1975 100,000 450,000 
7% Debentures - Series B 

maturing 1982 35,000 1,200,000 
8% First Mortgage Bonds - 

Series A maturing 1989 — 3,750,000* 

INTER-CITY GAS UTILITIES LTD. 

6% First Mortgage Bonds - 

Series A maturing 1977 37,500 187,500 
6% First Mortgage Bonds - 

Series B maturing 1982 25 ,000 350,000 
6% First Mortgage Bonds - 

Series C maturing 1985 57,000 1,815,000 
7% Debentures - Series A 

maturing 1979 10,500 465,000 


INTER-CITY PIPELINES LTD. 
Term bank loan, bearing interest at 1% 


above bank’s prime rate, due 
March 31, 1975 200,000 500,000 


Term bank loan, bearing interest at 1% 
above bank’s prime rate, due 
December 31, 1973 — 1,900,000 
Interim financing — _ 


INTER-CITY MINNESOTA PIPELINES LTD. 
and ICG TRANSMISSION LIMITED 
9'%4% Joint and Several Promissory Note 
due January 1, 1991 secured by 8% 
Joint and Several First Mortgage Bonds 
due January 1, 1991 = 4,500,000* 
*Premium on United States funds ~ 348,268 


465 ,000 15,465,768 
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Current 


$ 


199,500 


1970 


Long-Term 


$ 


700,000 
1,250,000 


3,750,000* 


225,000 
375,000 
1,872,000 


495,000 


1,600,000 


_ 2,000,000* 


318,541 


12,585,541 


Under the provision of the various indentures, the Company is required to make the following sinking fund 
instalments and term bank loan repayments during the next five years: 


Year $ 
1972 465,000 
1973 2,499,500 
1974 724,500 
IHS) 739,500 
1976 639,500 
5,068,000 


CAPITAL STOCK 


a) By supplementary letters patent dated June 18, 1971 and July 5, 1971 respectively, the company’s capital 
stock was changed as follows: 


(i) Each of the issued and outstanding and each of the unissued common shares without par value was 
subdivided into two common shares without par value and the authorized capital of the company was 
increased by the creation of an additional 3,000,000 common shares without par value equal in all respects 
with the subdivided 2,000,000 common shares. 


(ii) Designating 100,000 shares of the second preference shares with a par value of $20 each as 744% Series B 
second preference shares. 


During the year a total of 37,720 common shares were issued for cash and notes, and 100,000 74% Series B 
second preference shares with a par value of $20 were each issued as fully paid for $18 cash. 


b) In 1970 the directors of the company authorized the establishment of a stock purchase plan under which a 
trust was set up in accordance with Section 27(2) (c) of the Manitoba Companies Act to purchase fully paid 
shares of the company, for allocation to employees of the company. During the year the trustees purchased 
10,400 common shares (1970 - 40,000 common shares) in exchange for a promissory note in the amount of 
$55,120 (1970 - $90,000). At December 31, 1971, after taking into account cash received of $18,900 from the 
trustees of the stock purchase plan, the total amount of notes receivable was $126,220, which is included in 
the balance sheet with “other investments”. 


c) The company has reserved 23,200 common shares of its authorized but unissued common shares without par 
value for issue to employees of the company upon exercise of options. Options have been granted to purchase 
20,800 shares at $2.70 per share and 2,400 shares at $3.60 per share exercisable during the period ending 
December 31, 1974. During the year options have been exercised on 25,200 shares at $2.70 and 1,600 shares 
at $3.60. 


d) The company has reserved a further 353,480 common shares for issue at $4.25 per share on the exercise of 
share purchase warrants during the period ending October 31, 1973. During the year, warrants were exercised 
for 520 common shares. 


e) During the year the company issued 300,000 share purchase warrants which entitle the bearer to purchase one 
common share for $6.00 up to July 31, 1976 and for $7.00 up to July 31, 1981. 


f) The company is required by its letters patent to purchase annually in the market within certain limits, 3% of 
the outstanding 5%4% Series A first preference shares, of which 1,917 were purchased and cancelled during 
1971 (1970 - 1,976) and 3% of the outstanding 64% Series A second preference shares of which 3,520 were 
purchased and cancelled during 1971 (1970 - 3,902). 


DEFERRED INCOME TAXES 


It is not considered appropriate for the company to follow the deferred tax allocation principle. The reasons for 
this are: 


a) The Public Utilities Board of Manitoba has directed the company to provide only those income taxes currently 
payable in its financial statements and in calculating its rate of return for rate making purposes. The company 
is following the same practice for its utility operations in the Province of Ontario. 


b) In its operations in Minnesota there are no significant timing differences between accounting income and 
taxable income. 


c) It follows the general practice in the oil and exploration industry, which is not to provide for income taxes 
which are deferred by reasons of differences between income tax calculations and financial accounting 
practices relative to drilling and exploration expenses. 


If the deferred tax theory had been followed in respect of timing differences relating to, (a) capital cost allowance 
in excess of recorded depreciation, (b) interest and overhead amounts recorded as the cost of depreciable assets, (c) 
financing and development expenses deferred to future periods and (d) drilling and exploration expenses, the 
provision for deferred taxes would have been $402,500 (1970 - $198,800) and the accumulated amount of such 
provision at December 31, 1971 would have been $1,706,600 (1970 - $1,304,100). 


notes to consolidated financial statements (cont) 
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ACCOUNTING PRINCIPLES 
The consolidated financial statements include the assets, liabilities and operating results of all subsidiary companies. 
The accounts of United States subsidiaries and divisions have been translated to Canadian dollars as follows: 

Fixed assets at rates of exchange prevailing on the date of acquisition; 

Long-term debt at the rate prevailing on the date of each transaction; 

Current assets and liabilities at the rate on the balance sheet date; 

Revenues and expenses, at average rates in effect during the relevant period. 


COMMITMENTS 


a) Under the terms of the agreement whereby the company purchased 51% of the outstanding shares of 
Furnasman Supply Ltd., it is committed to purchase the remaining 49% on April 30, 1975 for a consideration 
calculated on the earnings of that company during the four years ending December 31, 1974. In addition, the 
balance of the purchase price, in respect of the 51% of the shares currently held, is payable over a four-year 
period ending April 30, 1976 in either cash or shares at the option of the company and is subject to a 
maximum consideration of $123,000. 


b) Pursuant to an agreement dated January 12, 1972, the company entered into a program of joint exploration 
and development in petroleum and natural gas. This program could require the company to expend an estimated 
amount of $1,650,000 in 1972 if all phases are developed. 


NET INCOME PER COMMON SHARE 


The net income per common share is calculated on a weighted average number of shares outstanding during the 
year. Based on the assumption that the proceeds received from exercise of the outstanding share purchase warrants 
and stock options can earn a rate of return equivalent to that earned on the book value of the common 
shareholders’ equity during 1971, there will be no dilution of the 1971 net income per common share. 


SUPPLEMENTARY INFORMATION 
a) Included in other income are the following amounts: 


1971 1970 
$ $ 
Income from investments 18,374 18,927 
Discount on shares and debentures purchased 
for cancellation 19,490 20,509 
b) Included in operating and maintenance expense are the following amounts: 
Loy 1970 
eee . $ $ 
Amortization of natural gas market development 
cost and other deferred charges 56,646 45.833 
Provision against note receivable 60,000 — 
Oil and gas exploration expenses SEROOE _ 
The aggregate remuneration paid to directors and 
senior officers of the company, in their capacity 
of director, officer or employee 178,720 144,456 


